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levels and angles. A first interpretation is that it is a4 


Journal on Combination of Planning, Market 


HK1 109123092 Beying JINGIT YANIIU in Chinese 
No 5, 20 May 92 pp 41-45 


Article by Gao Dichen (7559 3321 7115) and Chen 

(7115 0035 6670) of the Institute of Finance, 
Commerce, and Commodities Economics under the Chi- 
nese Academy of Social Sciences: “Reflections on the 
Realized Structure of the Combination of Planning and 
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my Ae ownership, deal with a common 
theme. 18, coordination of relations between 
re Ss the market in the commodity economy 

on socialized mass production This is a common 


issue confronting both developed and developing coun 
tries, a oe with different economic sys 
tems and levels of development may have their 
specific restrictions, tasks, and objectives. Restricted by 
its prerequisite private ownership system, the capitalist 
economy based on the private ownership of the means of 
production must, while focusing its attention on finding 
a means of fully and effectively bringing the role of the 


over 
nated operation of the social economy in order 
the contradiction between microeconomic 
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combination of “planned economy” and “market econ: 
omy.” The direct basis of this interpretation is that the 
economic sysiem determines the economic organiza- 
tion. The planned economy is the intrinsic feature of the 
socialist economy based on public ownership, while the 
market economy is the intrinsic feature of the capitalist 
economy based on private ownership. The socialist 
economy may make use of the market, but should not 
allow the market to occupy too large a proportion in the 
combination of planning and the market. A second 
interpretation is that it 1s a combination of “planned 
economy” and “market mechanism.” Its advocates 
belief that the position and role of planning and the 
market have already been clearly defined in the opera- 
tion of our social economy The intrinsic attribute of the 
social economy is the planned economy. where planning 
is not only the basic regulatory mechanism in the 
operation of the social economy. but is an essential 
requirement of the social economy The market mech- 
anism, on the other hand, only plays its special regula- 
tory role in the operation of the social economy in order 
to make up for in the planning mechanism 
and to ensure the healthy and stable development of the 
socialist planned economy based on public ownership 
A third interpretation is that it 1s a combination of the 
, ing mechanism” and the “market mechanism.” 

direct basis of this interpretation is the actual 
operation of the social economy. Its advocates believe 
that in socialized mass production, be i under the 
socialist public sector or the capitalist private sector, the 


single planning mechanism or a single market mecha- 
nism Constantly probing the approach, method. and 
degree of combination of these two mechanisms in the 
course of practice is the common task confronting all 
countnes in their economic development 


Since the birth of the socialist coonomy, people have 
deepened their understanding of the combina- 


economy as a highly centralized planned economy and 
equated the planned economy with mandatory 
to the time they eventually recognized the existence of 
the commodity economy and conditionally resincted 
and utilized its existence It was not until after reform 
and opening that a historic breakthrough was made in 
izing the socialist economy as a planned com- 
economy. and that the combination of planning 
and the market 1s needed and also possible under social- 
ized mass production and the commodity economy 
based on public ownership Meanwhile. in the course of 
economic restructuring. there have been different ways 
of referring to the combination of planning and the 
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market. These include “the theory of tacking together 
two systems,” “the theory of the primary and the ap 
ondary,” “the theory of osmosis,” “the theory of 
combination,” “the where two systems both — 
overall coverage,” and “the theory of two regulations,” 
all of which reflect ‘s understanding of the rela- 
tionship between planning and the market in different 
of economic Zovelabenent. Actually, the relation- 
ship between planning and the market under the com- 
modity economy is an inherent contradiction in the 
commodity economy, that is, the contradiction between 
planned requirements and spontaneity. This contradic- 
tion 18 present in all social economies that operate in the 
commodity-money mode. The only difference is that 
because their forms of expression differ due to owner- 
ship relations, the nature and effects of this contradic- 
tion also differ. Today, people's understanding of this 
vestion has been raised from the level of generally 
Screed bs couieed tc inloal ol eodienlon oe 
be combined to the level of 1 ~ 
should be combined from the high plane of the integra- 
tion of theory and practice. In other words, the search for 
a feasible means and of combining planning and 
market mechanisms the probing of other concrete 
issues in the course of actual economic practice have 
been realistically put on the agenda. 


3. The realization of an institutional structure for the 
combination of planning and market mechanisms. In the 
operation of the social economy, planning and market 
mechanisms share the same fundamental objective. that 
is, to bring about optimum allocation of resources and 
coordinated economic operation. However, the combi- 
nation of planning and market mechanisms not only 
assumes different concrete forms under different eco- 
nomic systems, there are also obvious differences in its 
concrete form of combination in different countnes 
under the same system. For instance, under the market 
economy based on the private ownership of the means of 
production, the market mechanism is the basic coord:- 
nation mechanism of economic operation and plays 8 a 
leading role in the course of economic development. The 


from the stage of free competition to the stage of 
monopolistic competition, when the level of social 
ductivity had increased, the son structure 
become more and interlinked, and the 
nomic behaviors of different economic units had become 

more interrelated and systematized, that it was incorpo- 


te 


form of combination of planning and market mecha- 
nisms also showed distinct national differences due to 
differences in economic development between different 
countries. For example, based on the function of the 
planning mechanism in regulating the macroeconomy, 
there is the “classic model” of “active nonintervention”™ 
in the macroeconomy,. as represented by Great Bntain, 


JPRS-CAR-92.076 
7 October 1992 


the “American model” with Roosevelt's New Deal as its 
starting point and the Keynesian demand management 
theory as its basis; the “Swedish model” with the plan- 
ning mechanism as the principal coordination mecha- 
nism in the sphere of distribution and the “welfare state” 
as its Objective, the “French model” which is based on 
the private ownership of the means of production and 
which takes the “invisible hand” as the macroeconomic 
coordination mechanism through “planned conspiracy” 
and “mandatory planning’, the “Japanese model” 
which takes supply management as its emphasis and 
“mandatory planning” as its principal coordination 
mechanism, and which seeks to achieve economic leaps 
and “economic miracles” through normative industrial 
policies and rolling economic plans. 


Under the planned economy based on the public owner- 
ship of the means of production, the planning mecha- 
nism is the principal coordination mechanism in macro- 
economic operations. However, due to differences in the 
economic and political conditions between different 
countnes, there are vanations in their concrete models 
of practice. For example, there is the highly centralized 

“command” economic management system which 
rejects the market mechanism and adheres to a unitary 
planning mechanism, the system of “market socialism” 
which is based on a high degree of autonomy for enter- 
prises and takes the market mechanism as the macrocco- 
nomic coordination mechanism, the “Hungarian” 
model which is based on the public ownership of the 
means of production and stresses the regulatory role of 
the market mechanism while giving full scope to the role 
of the planning mechanism, the model based on the 
“combination of the planned economy and market reg- 
ulation,” which is gradually taking shape in China in the 
course of structural reform, and so on. 


4. The realization of an ownership structure for the 
combination of planning and market mechanisms. The 
ownership structure is the abstract description of the 
quantitative proportions between different econom. 

forms of the national economy in a given country at a 
given time. Since China is still in the primary stage of 
socialism and the planned commodity economy has only 
just started developing, the coexistence of different eco- 
nomic sectors is generally present in all spheres of the 
national economy. We must establish an ownership 
structure with public ownership as the main form of 
ownership and where diverse economic sectors coexist, 
coordinate the operating mechanisms of different eco- 
nomic sectors, fully bring into play their combined 
structural effect, and effectively promote the develop- 
ment of social productivity. This is the direction for the 
further advancement of structural reform in the future. 


The special operating mechanisms of different economic 
sectors and their special position and role in the national 
economy condition the choice of basic coordination 
mechanism. At the present stage, in addition to the 
economic form of ownership by the whole people, there 
are various other economic forms of collective owner- 
ship, as well as individual, private, joint-venture, and 
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cooperative economies. Generally speaking, the opera- 
tion of the economic sector under ownership by the 
whole people should be guided by a planned regulation 
mechanism and supplemented by a market regulation 
mechanism. This is determined by the highly unified 
operational of the economic sector under owner- 
ship by the people and the socialist economy itself. 
Compared with the economic sector under ownership by 
ah —4 yp 4 A- A pt 
is subject to planned regulation and more to the 
market mechanism. This is determined by the particular 
nature of “associated labor” under the collective sector 
and the “local nature” of its interests. The individual, 
private, and state capitalist economies, which are based 
On private ownership of the means of production, should 


commodity economy. 


5. The realization of an industrial structure for the 
combination of the planning mechanism and the market 
mechanism. A given national economy is an organic 
combination of different industnes, and an industrial 
structure refers to the proportionate relationships 
between different industries in the national economy at 
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Moreover, economic development is a process of the 
coordinated linkage of different industries, where dif- 
ferent industries are mutually dependent and mutually 
conditional. Practice in the social economy enables us to 
understand that toward those basic industries that have 
a direct bearing on macroeconomic development, we 
should resort to stronger measures of planned regulation 
and control. The reason is that their development not 
only has a “systems effect” on economic development as 
a whole, but also directly determines the pattern and 
level of macroeconomic development. In the meantime, 
toward those key industries that can bring about evolu- 
tion in the industrial structure and are conducive to 
sustained, coordinated, and stable development, such as 
the electronic information and the petrochemical indus- 
tries, we should resort to stronger measures of planned 
regulation to ensure their rapid growth and develop- 
ment. Toward those industries which do not have a 
strong bearing on the overall development of the 
national economy, we should resort more to market 
regulation mechanisms 


6. The realization of a time structure for the combination 
of planning and market mechanisms. What this means is 
that in di t stages of economic development, it 1s 
necessary to accurately define the “point” and “degree” 
of the combination of planning and market mechanisms 
in light of the development of the national economy in 
order to fully bring into play the functions and roles of 
both mechanisms and coordinate and promote the 
benign development of the economy In different penods 
of economic development and different stages of cyclical 
economic fluctuation, the economic structure will 
undergo a senes of variations and reorganization. The 
place of the tightly controlled or the loosely controlled, 
the overdeveloped or the underdeveloped, in the 
organism of the economy will also change. In the wake of 
changes in the macroeconomic environment, new con- 
tradictions will arise as old ones are resolved. This 
requires that we assess the situation and redefine the 
“point” and “degree” of the combination of the planning 
mechanism and the market mechanism What remains 
unchanged is the principle The specific ways of com- 
bining the two mechanisms as well as the intensity and 
scope of their respective roles have to be promptly 
readjusted in light of differing conditions in different 
penods. The principled nature of the combination of two 
mechanisms must be integrated with the actual flexi- 
bility of the combination. On the whole, in a normal 
macroeconomic environment, the scope and intonsity of 
planned regulation and control should be further relaxed 
in order to give full scope to market mechanisms in 
regulating economic operations. When the macroeco- 
nomic environment becomes abnormal and the normal 
operation of the economy is obstructed, we should give 
greater scope to the role of planning mechanisms in 
regulating economic operations, suitably enlarge the 
scope of its impac’ and increase its intensity in order to 
eliminate structural discrepancies between economic 
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mechanisms as quickly as possible, optimize the macro- 
economic environment, restore normal operation of the 
macroeconomy without delay, and lower the cost of 
operating the economy. 


Under existing conditions, deep-rooted problems such as 
contradictions arising from disharmonies within the 
organism of the economy and structural discrepancies in 
the industrial system have yet to be resolved, and it is 
unlikely that the market mechanism can make good the 
“lack of coordination between systems” within the 
organism of the macroeconomy within a short time. 
Thus, a more effective option for long-term economic 
activities that have a direct bearing on the whole situa- 
tion is to directly make use of the market mechanism. 
This will help bring the economic system into coordi- 
nated operation without undue delay and will create a 
favorable external environment for the effective opera- 
tion of the market mechanism. As shown by the history 
of international economic development, especially the 
experience of post-war Japan, South Korea and other 
newly industrialized economies in their economic devel- 
t, by suitably increasing the scope and intensity of 

ned regulation and control in their effort to bring 
about a transition in their industrial structure and in the 
course of economic development, up-and-coming coun- 
tries can effectively organize their limited economic 
resources, overcome the restrictions of the elementary 
industrial structure on economic development, and 
shorten the time necessary to prepare for an economic 


Meanwhile, structural readjustment pushed by the 
mechanism is determined by the objective environment 
of economic operation. The expenence of South Korea 
shows that in the early stage of industrialization, fre- 
quent administrative intervention and planned indices 
in terms of maternal products were necessary because the 
market was not well-developed. However, as markets 
became more developed, the regulatory functions of the 
market also increased and economic relations became 
more complicated. Under these circumstances, it was 
necessary to constantly readjust and change the form of 
combination of planning and the market, gradually 
increase the share of market regulation, and effect a 
change from planning in the form of planned indices for 
material products to planning as policy guidelines. In the 
time structure of the combination of two mechanisms, 
we must pay attention to the stability of mechanism 
application and avoid improper and immoderate read- 
justments that will bring about shocks and undesirable 
consequences in the operation of the national economy 
asa whole This requires that we concentrate on working 
out a proper time distribution for the intensity of 
planned ion in practice. Chiefly speaking, we 
should readjust the extent to which economic operations 
are regulated by the planning mechanism through read- 
justing the “details” of commands and parameters, and 
then proceed to readjust the time structure for combina- 
tion of planning and market mechanisms. 
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7, The r- shization of a spatial structure for the combina- 
tion of planning and market mechanisms. A general 
trend in world economic development is to stress 
regional markets in national economic development and 
stress the international market in regional economic 
development. China is a vast country with three distinct 
economic gradient belts from east to west in its economic 
development. There are vast discrepancies between the 
economic environments in which they operate. This 
demands that we stress the coordinated development of 
regional economies and work out specific ways of com- 
bining planning and market mechanisms according to 
objective conditions. On the whole, in the coastal areas 
where the commodity economy is more developed, 
where the level of economic management is higher, and 
where the market system is more complete and well- 
developed, we may resort less to planned regulation and 
control and more on market regulation. To the contrary, 
in western China where the commodity economy is not 
developed, where the level of economic management is 
low and where factor markets are unsound and not 
well-developed, we should resort less to market regula- 
tion and more to planned regulation 


8. The realization of a decision structure for the combi- 
nation of planning and market mechanisms. Although 
the basic aim of both the planning and market mecha- 
nisms is to regulate the effective allocation of social 
resources and coordinate operation of the economy, they 
each have their own special formation mechanism and 
law of operation. The operating entity of the planning 
mechanism is the government, while the operating entity 
of the market mechanism 1s the enterprise The planning 
mechanism focuses on macroeconomic operation and 
overall long-term economic results, while the market 
mechanism focuses on microeconomic operation and the 
immediate interests of different interest entities. In 
practice, we should properly handle the realization of a 
decision structure for the two mechanisms, and make 
them supplement each other in coordinating and pro- 
moting the national economy. Actual economic develop- 
ment in China and the rest of the world shows that 
decisions relating to a wide range of social objectives, 
such as the running of public welfare undertakings, the 
establishment of basic industnes and the mapping out of 
long-term economic development strategies, should have 
the planning mechanism as guidance On the other hand. 
with regard to production decisions such as what, how 
much, and how to produce, market operation entities, 
namely, enterprises, should be relied on to make prompt 
decisions using market mechanisms as guidance We 
cannot effectively tackle the question of the coordination 
of macroeconomic and microeconomic systems by 
relying on just the planning or market mechanisms as the 
tool of coordination, regardiess of whether we are 
dealing with goal-directed or production decisions. 


9. The realization of a enterprise-scale structure for the 
combination of planning and market mechanisms. In 
Static terms, the national economy is an organic con- 
glomerate of large. medium, and small enterprises of 
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different scales and functions. As these enterprises have 
different economic positions and play different roles in 
actual economic operation, it is necessary for us to select. 

in light of actual conditions, the ways in which planning 
and market mechanisms are to act on enterprises of 


different scales. and medium enterprises are the 
representatives of productive forces in different 
trades and professions, and their development directly 


condition the operational direction and development 
pattern of the macroeconomy. Thus, in order to ensure 
the stable and coordinated development of the national 
economy, we should in general subject them more to 
planned regulation and control. Toward the vast number 
of small enterprises which are limited in their activity 
and market share, and which do not have too great an 
influence on macroeconomic development, we may rely 
more on market regulation. 


scattered medium and small enterprises were able to 
shoulder the basic tasks of production through their 
limited operational activities in their given areas. At this 


has to be dealt with on a case by case basis rather than by 
a unitary regulatory mechanism. From the perspective of 
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and consumer goods, on the other hand, should mainly 
be regulated by market forces. From the perspective of 
the elasticity of supply and demand, it is normally quite 
difficult to increase the supply of commodities with a 
small supply-demand elasticity because the duration 
between input and output is long or because they are 
subject to resource or technical constraints. Toward 
these commodities, it is necessary to rely more on 
regulation by planning in order to ensure coordination 
between supply and demand. Commodities with a 
greater ne elasticity, on the other hand, 
should mainly be _— by market forces. From the 
perspective of the different ways of consumption, public 
commodities that cannot be quantified on a per-capita 
basis should mainly be regulated by planning, while 
general commodities that have individual units as basic 
consumption entities should mainly be regulated by 
market forces. From the perspective of the supply- 
demand situation, when demand exceeds supply in the 
market, we should rely more on regulation by planning; 
when supply gradually increases, we should gradually 
relax planned control and reduce the number of control 
commands and parameters. When supply exceeds 
— , we may rely more on regulation by market 
orces. 


In short, planning and market mechanisms are interde- 
pendent, they are basic operating mechanisms inherent 
in the modern commodity economy. Searching for a 
concrete form of realization for the combination of these 
two mechanisms in light of different conditions of eco- 
nomic development is a complicated systems project, it 
is also a common task of economic development in the 
contemporary world. The above aspects are by no means 
isolated. They are in fact interrelated. For this reason, we 
must conduct concrete studies and make dynamic selec- 
tions in practice according to the changing objective 
environment. 


ey SED Se SEED to Capital 
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{Article by reporter Yu Huiyin (0151 6540 7299): “State 
Council Approves Capital Steel's Pilot Program To 
Expand Reform and Open Wider") 


[Text] Recently the State Council specially approved a 
pilot program for the Capital Iron and Steel Corporation 
to further expand reform and open still wider to the 
outside world. The program, which grants Capital Steel 
more autonomy in drawing up investment projects, 
developing foreign trade, and handling financial matters, 
is aimed at exploring a new way to continue reform of 
big- and medium-sized state enterpnses and develop 
China's giant enterprises into transnational corporations 
through the integration of industry, trade. science, tech- 
nology. and banking. 














The following are included in the State Council's 
approval to further expand Capital Steel's autonomy: 


Expand authority to draw up investment projects. In line 
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factories abroad. In addition, Capital Steel may approve 
projects and feasibility study reports on Sino- 
foreign-funded ventures and Sino-foreign cooperative 
operations in China, provided the total investment is less 
pe million yuan and no government support is 
required. 


Expand power to develop foreign economic relations and 
trade, as well as other foreign affairs. The State Council 
has agreed to let Capital Steel establish the “China 
Capital Steel International Trade and Construction Cor- 
poration” to do business in six areas: im of equip- 
ment, accessories, parts, and raw and semifinished mate- 
rials required by Capital Steel's subordinate enterprises 
and export of their products; processing and assembly 


Capital Steel's power in foreign affairs, it 
may, within the scope of its operations, approve out- 
of-country tours composed of its personnel under the 
deputy-chief level (including deputy chiefs). It may act 
on its own to invite foreign businessmen, experts, and 
training instructors to visit China. It may also set up 
offices or sales organizations overseas and station per- 
sonnel there. In accordance with operational needs, it is 

decided on the appropriate number of 
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Expand financial authority. The State Council has 
agreed to let Capital Stee! set up a bank, which will be 
managed according to China's Provisional Bank Admin- 
istration Regulations and international practices. The 
Capital Steel bank will have the same financial system 
and operate along the same lines as the Industrial Bank 
of the China International Trust and Investment Corpo- 
ration. Its business will include deposits in renminbi and 
foreign currencies, trade and nontrade international set- 
tlements and remittance, lease of domestic and interna- 
tional banking facilities, capital flow between domestic 
and international banks and other financial institutions, 
trust and agency business, credit approval and guar- 
antee, consultation service, and bill discount. It may set 
up domestic and overseas branches with the approval of 
the People's Bank of China. It may extend export credit 
loans, issue securities at home and abroad for itself or on 
behalf of others, exchange foreign currencies, buy and 
sell foreign exchange for itself or on behalf of others, 
serve as insurance agency, receive savings deposits, and 
with the approval of the authorities concerned, take part 
in activities organized by the international financial 
community. The State Council has agreed in principle to 
allow Capital Steel to establish or buy a bank in Hong 
Kong when conditions are mpe. Moreover, with the 
approval of the authorities concerned, Capital Steel may 
set the prices of its products and collect its service fees in 
foreign currency and raise capital at home and abroad in 
foreign exchange. Plus, it may use its own foreign 
exchange to send personnel abroad on business tnps and. 
in accordance with the international practice, get mort- 
gage loans from other banks and open let ers of credit. 


With greater autonomy, Capital Stee! has set a new target 
for development by leaps and bounds. It will rely on 
self-sustaining development to bring its 1994 steel 
Output in the Beijing area to 10 millon tons, thus 
becoming the first |0-million-ton-per-year iron and steel 
enterprise in China. The total sales volume in 1995 will 
exceed 22 billion yuan ($4 billion). Of this, the overseas 
business volume and foreign exchange earned by exports 
will top $1 billion. With the completion of new steel 
plants in Jining of Shandong and other localities, the 
total [annual] steel production will soar to more than 20 
million tons by the end of this century. By then, Capital 
Stee! will rank among the world's top | 0 steel makers and 
become a giant transnational corporation. 


Urban Income Increased in First Half of 1992 


92CE0651B Beijing ZHONGGUO TONGJI XINXI 
BAO in Chinese 6 Aug 92 p / 


Article by Wu Jun (0702 6511) “Urban Residents’ 
ncomes and Spending Both Rose Steadily in the First 
Half of 1992, Bringing Increasing Strength to Their 
Financial Actions’) 


{Text} Along with the overall acceleratron of macroeco- 
nomic operations in the first half of 1992, urban res:- 
dents’ living standards continued to improve steadily. 
with their incomes msing more than their expenses. 
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which brought increasing strength to their financial 
actions. A data sampling of urban residents in the first 
half of 1992 shows that average monthly incomes were 
144.4 vuan, up 14.6 percent over the same period in 
1991, while average spending for living costs was | 34.8 
yuan, up only 12.8 percent. Excluding inflation, this 
means that real incomes rose 5.9 percent, while real 
living costs went up only 4.3 percent, or 1.6 percentage 
points less than income. 


Urban residents’ average monthly incomes from wages 
in the first half of 1992 were 115.8 yuan, up 22 percent 
and 20.9 yuan over the same period in 1991, making 
wages the major source of increased individual incomes. 
Along with the further revitalization and clear improve- 
ment in economic efficiency of large- and mid-size 
State-owned enterprises, employee incomes from 
bonuses and subsidies rose sharply and faster each 
quarter. Average montly income from bonuses and sub- 
sidies in the first quarter of 1992 were up 39.3 percent 
over the same period in 1991, and the increase was 60.6 
percent for the second quarter. Average monthly income 
from all types of bonuses and subsidies for the first half 
of 1992 was 49.6 yuan, up 47.7 percent, or 29.9 points 
~ e the | 7.8 percent increase for the same period 
in 1991. 


Urban residents’ consumption in the first half of 1992 
was characterized as follows: 


Spending for food was up, with an insignificant increase 
in the Enger coefficient. Average montly spending on 
food in the first half of 1992 was 72.1 yuan, up 8.6 yuan 
over the same period in 1991, accounting for 56.2 
percent of the 15.3 yuan increase in the cost of living, 
and being the major factor in higher living costs. In food 
spending, the increase in spending was highest for grain. 
where average monthly spending was 10.5 yuan, up 39 
percent over the same period in 1991. Driven by the 
increase in the price of cooking oil, the Enger coefficient 
for the first half of 1992 rose to 53.5 percent, for an 
insignificant increase over its 53.2 percent for the same 
period in 1991. As to food consumption volume, average 
monthly grain consumption for the first half was down 
from 1991's 11.2 kg to 9.7 kg, or 13.4 percent. 


Consumption of daily necessities rose quickly. Along 
with the steadily sharpening “business wars” in all areas, 
daily necessity consumer goods markets clearly heated 
up in 1992. Average monthly spending on daily necessity 
consumption in the first half of 1992 was 14.8 yuan, up 
25.3 percent, or 9.7 points higher than the increase for 
the same period in 199). 


Consumption rose steadily for clothing goods, while 
falling somewhat for recreational goods. Average 
monthly spending on clothing goods in the first half of 
1992 was 20 yuan, up | 2.3 percent from the same penod 
in 1991, with clothing consumption continuing to main- 
tain its trend toward more expensive, accessory, and 
fashionable clothing. But consumption of recreational 
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goods fell somewhat, with average montly spending of 
a yuan, down 3.4 percent from the same period in 
1991, 


Spending increased sharply for medicines and articles 
for medical use. The medical system reforms that were 
widely implemented in all areas in 1992, which make 
residents pay for a fixed percentage of medical costs, 
sharply increased spending on medicines and articles for 
medical use. The ave montly spending in this area 
for the first half of 1992 was 2.8 yuan, up 38.2 percent 
from the same period in 1991. 


Possession of expensive durable consumer goods 
increased further. Urban residents’ demand for expen- 
sive durable consumer goods continued to pick up in 
1992, further increasing ownership. By the end of the 
second quarter, ownership per 100 families was 73.3 
color TVs, up 10.1 percent from the same period in 
1991, 51.7 refrigerators, up 8.2 percent, 82.7 washing 
machines, up 3 percent, 29.5 complete sets of furniture 
up 19 percent, 23.4 cameras, up |3 percent, 2.7? motor- 
cycles, up 22.7 percent, and one air condit oner, up 52.3 
percent, 


Rents rose quickly, but still accounted for a low per- 
centage of spending on living costs. The average monthly 
rent outlay for the first half of 1992 was 1.03 yuan. up 
27.2 percent over the same period in 1991. While the 
rent outlay percentage of overall living costs for the first 
half rose from 0.68 percent in 1991 to 0.76 percent, rent 
still accounted for a small percentage of living costs. 
Urban residents’ spending on housing purchases and 
construction in the first half of 1992 rose more, with the 
average monthly outlay being 3.2 yuan, up almost 300 
percent over the same pernod in 199! 


Urban residents’ financial actions became increasingly 
stronger. Along with the promotion of enterprise share- 
holding and the increased issue of negotiable securities. 
such as stocks and bonds, in 1992, residents’ financial 
activities became increasingly brisker, which can be seen 
mainly as follows: |. Residents’ savings withdrawals and 
deposits both rose sharply. A sampling of the data on 
average monthly financial activity for the first half of 
1992 shows that residents deposited in savings 25.2 yuan 
and withdrew from savings 22.9 yuan, up 26.1 percent 
and 27.1 percent, respectively, over the same period in 
1991. 2. Private borrowing and lending increased during 
the first half of 1992, with monthly averages of 4.3 yuan 
for borrowing and 1.9 yuan for lending, up | 1.9 percent 
and 12.9 percent, respectively, over the same penod in 
1991. 3. Buying and selling of negotiable securities 
increased sharply, with purchases far exceeding sales 
Average monthly negotiable securities sales for the first 
half were 0.62 yuan, up 29.2 percent over the same 
period in 1991, while negotiable securities purchases 
averaged 1.21 yuan, up 83.3 percent, with purchase 
volume being twice that of sales. Residents’ negotiable 
securities purchases increased more in the first half of 
1992 in Shanghai and Guangdong, where negotiable 
securities trading was brisker and monthiy purchases 
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averaged 5.49 yuan and 5.34 yuan, respectively, up 270 
percent and 170 percent, respectively, over the same 
period in 1991. 


PROVINCIAL 


Nanjing Opens Real Estate Market 


93P30003A Nanjing XINHUA RIBAO in Chinese 
8 Aug 92 pi 


[Summary] Since 6 August, Nanjing has begun opening 
its real estate market. By the end of 1992, all of Nanjing’s 
institutional real estate development units will be con- 
verted into enterprises and participate in market com- 
petition. 


According to statistics, there are currently over 20 real 
estate development companies approved recently or now 
receiving approval (24 companies have already been 
ranked by capital value), and numerous companies are in 
preparation; 54 foreign investment real estate enter- 
prises have been established, the construction area of 
implemented development projects totals 1.9 million 
square meters, and the investment value of projects will 
reach 380 million RMB. 


Since the opening of the real estate market, large- and 
medium-size state-run enterprises, enterprise groups, 
trust and investment companies, and stock companies 
at the city level and above have been allowed to increase 
real estate development activities, as have municipal- 
level state-run construction companies of first-rank cap- 
ital value. Qualified economic departments relevant to 
trades can establish real estate development enterprises, 
and branch offices of successful development compa- 
nies already involved in real estate can also establish 
independent real estate development enterprises. Local 
or nonlocal companies, enterprises, other economic 
organizations, and individuals that acquire land-use 
rights can set up real estate management projects. Real 
estate development companies set up to establish spe- 
cific economic development zones, given approval by 
the municipal government, can engage in real estate 
development management activities within limits set by 
the government. 


After implementing development projects, Sino-foreign 
joint-ventures and contractual joint-ventures or wholly 
foreign-owned real estate development enterprises can 
be established. Enterprises can also be established and 
then development projects set up to bring in foreign 
investment focusing on energy, transportation, basic 
facilities of the municipal government, industry and 
trade projects and auxiliary projects within economic 
and technology development zones, and various high- 
investment building projects. Nanjing encourages enter- 
prises from other provinces and cities that invest in real 
estate or set up real estate development companies in 
Nanjing. 
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Harbin Retail Prices Increase in First Half of 
ear 


92CE0685C Harbin HEILONGJIANG JINGJI BAO 
in Chinese 1 Aug 92 p 2 


Article by Yu Jinbao (0151 6855 0202): “First Half 
ear Rise in Harbin Prices Attributable Mostly To Rise 
in Grain and Vegetable Prices’’} 


{Text} Retail prices in Harbin for the first half of the year 
rose 7.9 percent over the same period in 1992. This was 
less than the 9 percent goal for controlling prices for the 
whole year. A survey of 344 commodities for which the 
retail price index was calculated showed a price rise for 
144 or 41.6 percent. Prices fell on 20, or 5.8 percent, and 
remained steady on 180, or 52 percent. 


i. Main Characteristics of Price Changes 


During the first half of the year, price changes exhibited 
“three highs, three lows, and one contraction.” 


a. “High in between and low at both ends." During 
March and April, Harbin's retail prices increased by 
more than 10 percent, but in January and June, the rise 
was 9.2 and 6.1 percent respectively. 


b. “Foodstuffs high; industrial products low." During 
the first half of the year, food prices rose 11.1 percent, 
which was 7.6 and 8 percentage points higher than the 
rise in the price of clothing and items used in daily life. 


c. “High prices in state-owned enterprises; low prices in 
country fair markets.” Country fair trade consumer 
goods prices fell | percent in comparison with the same 
period in 1991 versus a 10.5 percentage price rise in 
goods from state-owned businesses. 


d. Continued narrowing of the difference between 
country fair and state-owned price-. During the first 
half of the year, country fair grade prices were only 4.6 
percent higher than prices in state-owned businesses, 
the price difference being 11.2 percentage points less 
than 1988, 8.6 percentage points less than 1989, and 
15.2 and 4.1 percentage points less than 1990 and 1991 


respectively. 
2. Reasons for Price Changes 


a. A 53.9 percent rise in grain prices resulted in a 4.7 
percentage point rise in retail prices. Following the April 
grain and edible oil price adjustments, grain prices 
maintained a fairly high rise each month, thereby 
causing a 53.9 percent rise in grain prices during the first 
half of the year. The rise in grain prices alone caused a 
4.7 percentage point increase in the overall retail price 
level, i.e., 59.5 percent of the 7.9 percent rise in retail 
prices was due to a rise in grain prices. 


b. Fresh vegetable prices rose 26 percent causing a |.9 
percentage point rise in retail prices. The first half of the 
year is the slack season for vegetable production in 
Harbin, an overwhelming majority of the city's fresh 
vegetable supply coming from outside the province. A 
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rise in railroad transportation rates and other fees, as 
well as considerable loases in the course of long-distance 
transportation resulted in a rise in the cost of vegetables 
from elsewhere causing a rise in both wholesale and 
retail prices. The cold air that invaded Harbin during 
June also hurt local ble growth causing an approx- 
imately one week delay in the opening of markets. 
Although a small amou.t of locally grown vegetables did 
reach markets, since the amount was less than in 1991, 
both the procurement orice and the retail price went up. 


3. Outlook for Prices During the Second Ha/f of the Year 
and for the Whole Year 


Retail prices in Harbin rose 7.9 percent during the first 
half of the year laying a good foundation for attaining the 
price rise set for the whole year. Price data on 35 cities 
throughout the country show that although Harbin's 
retail price index occupied 24th piace, several major 
economic indices having a bearing on prices offer no 
cause for optimism. For example, between January and 
May, the city’s bank deposit balance increased 24.9 
percent over the same period in 1991; residents savings 
accounts increased 21.4 percent; investment in the fixed 
assets under ownership of the whole people increased 
47.7 percent, and urban area social commodity retail 
sales increased 16.9 percent. Not only were the four 
foregoing indicators higher than in 1990 and 1991, but 
they were also higher than, or nearly as high as, during 
the high price increase year of 1988. The tremendous 
increase in the four foregoing indiators is, without doubt, 
a precursor of price increases. 


To maintain the price stability of the first half of the year 
and attain the price control goal set for the whole year, it 
will be necessary to abide by the laws of value and 
increase effective supply, giving particular attention to 
the production and supply of nonstaple foods, primarily 
vegetables. Then the foregoing goals may be realized. 


FINANCE, BANKING 


Official on Financial Development After 
Rectification 


92CE0645A Beijing JINGJI CANKAO BAO in Chinese 
3 Aug 92 p 4 


[Article by Qian Hua (6929 5478) of the Head Office of 
Chinese People’s Bank: “Financial Development Trend 
After Rectification”) 


[Text] After three years of hard work, we have scored 
remarkable success and basically achieved the goal as 
ex in improving and rectifying our financial 

irs. However, our work in the financial field still has 
a number of problems. In particular, some profound 
problems have yet to be solved. We should have a sober 
understanding of this matter. 
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I. Conditions Favorable to Financial Stability 


A. On the whole, our economic growth rate has returned 
t> a level compatible with our current economic condi- 
tions, laying a groundwork for the stable and coordi- 
nated development of the economy. 


B. The central authorities have decided to raise eco- 
nomic efficiency as the focus of future economic work. 
This will have a positive effect on improving large and 
medium state-owned enterprises, solving financial diffi- 
culty, and lightening the pressure put on banks by 
enterprises and the state financial department, thus 
promoting financial stability. 


C. Agriculture and basic industries, such as energy and 
production of raw and semifinished matevials, have been 
strengthened. As a result, the “bottleneck” restricting 
economic development has been alleviated. This pro- 
vides a guarantee for our sustain: 1 and stable economic 


development. 


D. Market supply :s abundant, reducing remarkably the 
imbalance between supply and demand. Sales on the 
market have changed gradually from an overheated state 
to sluggishness and then returned by and large to normal. 


E. The international economic environment has also 
improved. The United States has continued to extend 
China's most-favored-nation status, while other Western 
countnes have eliminated step by step the “sanctions” 
previously imposed upon China. This is a big plus for 
China's efforts to expand exports, import advanced tech- 
nology and equipment, and attract foreign investment. 


Il. Factors Unfavorable to Financial Stability Will Exist 
for a Long Time 


The issuance of currency and the scale of credit have 
continued to expand in excess of economic growth—a 
problem which existed even when the retrenchment 
policy was in force during the period of economic 
improvement and rectification. This indicates that we 
still have no effective mechanism at present to regulate 
and control our currency issuance and credit scale. 
However, the establishment of such a mechanism cannot 
be accomplished in one move, but depends on the 
improvement of our macro regulatory and control mech- 
anism as a whole. It can be asserted that the expansion of 
currency and credit in excess of economic growth will 
affect our stable economic development and continue to 
build up the inflation pressure for a long time to come. 


The question of bank risks appeared as early as 1989 
when runs on banks forced many grassroots specialized 
banks to close down. Had it not been for the all-out 
support of the People’s Bank of China, it would have 
been very hard to remedy the situation. At that time, 
runs on banks occurred only in certain localities. Now 
that the banks’ asset condition has further deteriorated, 
if runs on banks reappear in one area, the same problem 
is very likely to spread throughout the country. The rapid 
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growth of residents’ monetary assets is an inevitable 
result of economic development, but the growth is too 
fast. This is attributable in the main to our irrational 
distribution system, which lays too much emphasis on 
individuals in the primary distribution of the national 
income. It is very hard to change this distribution 
a because income distribution is of a rigid nature 
n that you can only increase the income earned by 
individuals but cannot reduce it. This means that the 
banks’ liability pattern will remain as it is for a consid- 
erable period of time. 


The problem of eating from the banks’ “bie >t” was 


revealed as early as the initial period of the rive, 
The purpose of “replacing appropriation: th loan: is 
to make better use of money by changin:  ¢ irrecover- 
able state investment into recoverable re » funds. 


Nonetheless, the specific measures applied uave given 
people a false impression as if this reform were to let 
banks take over the task of the state financial depart- 
ment. This problem will be even more remarkable in the 
forthcoming reforms in such fields as the purchase of 
agricultural and sideline products, the supply of enter- 
prises’ ae funds, and the liquidation of debt chains. 
The pattern of everyone eating from the banks’ “big pot” 
has already been established. Any attempt to change it 
can only be carried out step by step. 


The relationship between the central bank and special- 
ized banks should be commensurate with our overall 
national economic management system. Since all spe- 
cialized banks are national banks, the state should under- 
take the ultimate responsiLility for their profits and 
losses. It is, therefore, impossible to cut off the central 
bank's links with the specialized banks in the supply of 
funds. On the other hand, however, if the People’s Bank 
is to function truly as a central bank, the specialized 
banks should be managed in the same way as enterprises. 
Even as state-owned enterprises, they themselves should 
be cesponsible for their profits and losses. 


Ill. Trend of Financial Development 


The current situation in the banking field is a cause for 
deep concern. There are two reasons: First, unfavorable 
factors will long exist and always threaten our overall 
financial stability, while favorable factors are only rela- 
tive and may become unfavorable factors at any time. 
Second, banking crisis is much more serious in nature 
than public-finance crisis. Banking may have no problem 
at all, but once a banking problem appears, it will be 
nationwide and will most likely affect political and social 
stability. Such being the case, we should take the current 
unfavorable factors seriously, put on the agenda the 
problems affecting financial stability, and solve them as 


early as possible. 


IV. Financial Stabilization Measures 


First, we should give proper play to the role of banks and 
appropriately deal with the relationships between 
banking and public finance and between banks and 


JPRS-CAR-92-076 
7 October 1992 


enterprises. How to make a real qualitative distinction 
between credit funds and public financial funds and how 
to eliminate the current more-than-100-billion-yuan 
overdraft and loans so as to achieve an overall financial 
balance and credit balance without loopholes are ques- 
tions that require immediate solutions. It is suggested 
that each year the state specify in its budget a certain 
amount of loans to be repaid and, at the same time, issue 
more bonds to gradually reduce the overdraft. In actual 
practice, we may, as an alternative, first turn the over- 
draft into loans. Now, over 80 percent of the working 
capital in the hands of enterprises is borrowed from 
banks. This has not only added to the enterprises’ 
interest burden, but also tied up large amounts of the 
banks’ credit funds. A suggestion is that the proportion 
of self-provided funds in the enterprises’ working capital 
be raised to at least 30 percent. As for new enterprises, 
the state financial department should give them suffi- 
cient initial working funds to start with. 


Second, a part of the purchasing power should be 
diverted and scattered. We should reform the old-age 
insurance system. It 1s suggested that the current practice 
that the state and enterprises take full responsibility for 
the old-age insurance be replaced by a system in which 
the state, enterprises, and individuals share the respon- 
sibility. In particular, a certain amount should be taken 
ou! of each individual's income and pooled for use in 
running the old-age insurance Meanwhile, commercial- 
ization of housing should be geared up. It 1s suggested 
that we make housing units the biggest commodity, 
encourage individuals to buy housing units, and raise 
house rentals to a considerable extent. These measures 
are of great significance to scattering the purchasing 
power as well as accelerating housing construction. 


Third, it is necessary to develop money markets to 
diversify monetary assets. Now, there is a total pur- 
chasing power of some | tnilion yuan among residents. 
Of this, 90 percent is in the form of savings deposits, 
which are a very unstable form of monetary asset. Like a 
tiger in the cage, these deposits always pose a threat to 
the market. Therefore, apart from making continued 
efforts to stabilize these deposits, we should go all out to 
develop other forms of monetary assets, especially by 
boosting the issue of stocks, so as to rationalize the 
makeup of monetary assets 


Fourth, it 1s imperative for banks to increase their own 
funds so as to gradually catch up with the international 
banking standard. Currently, the capital-abundance 
rates [capital-to-asset ratios} of the Bank of China, the 
Industral and Commercial Bank, and the Agricultural 
Bank are 6.16, 5.82, and 6.82 percent respectively, all 
below the 8 percent requirement stipulated in the Basel 
Accord. To correct this, the following suggestions are 
offered: The state financial department should make 
some appropirations to the specialized banks to increase 
their credit funds. If there 1s financial difficulty in doing 
this, government bonds may be issued. Banks should 
increase the proportion of bad-debt reserves so as to 
boost their replacement capital. It 1s suggested that the 
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changing the unitary channel of saving deposits to aug = =—s those banknotes are stil! to purchase volume of 
ment flexibility and selection of surplus funds to produc — commodities of certain value when they are returned to 


tion and circulation through providing more monetary him To depositors’ interests, and insure certain 
apparatus to collect funds in an extensive way to support = income for monetary ownership, the bank must adjust 
consiruction, However, there is a view that such saving deposits interest rates compared to unit uct 


“moving of deposits” is unnecessary. In actual fact, or in changes of cu value, this is the 
indirect and direct funds accommodation have essential a= 4 stabilizing savings This being the case. 
differences, the latter has already introduced the market — the grounds for adjusiment in saving deposits interests 
mechanism. As an enterprise, the change in the practice — rates is not the increase ay Fy ASS 
of getting bank loans to direct funds accommodation — volume of interests the state has to pay, bul the relation 

risks between interest rate and price On this issue, we 
yam ag he ang PA Dp cannot allow any subjective arbitrariness 


the — 
economic ret 
sound ww A good reputation are INDUSTRY 


to 
production enterprises and construction projects with QUUSHI on Developing Tertiary Industry 
good economic returns, while promoting the rational MKOSO908059) Beying QIUSHI in Chinese 


in 
monetary assets will also an apparatus for the [Arvite by Luo Gan (5012 1626) “Continue Reform 


condu- Up. Up De of Ter: 
cive to marcocontrol All this is quite beyond indirect may Pi p. Speed Up Development of Ter 


funds accommodation 
{Text} 1. 
vad Speeding up tertiary industry development is a vital 
The current favorable balance in saving deposits is strategic task put forward by the Outline 10-Year Pro- 
already 1,000 billion yuan. Calculating at the current RD BAY 4,3 4,-— and 
ie oo i arte Gb ot, Development Developing tertiary industry in a 
million yuan for the interest. 1s quite a burden comprehensive and wholesome manner and at a high 
Some people are for the idea of cutting interest rates for = speed is of great. practical significance ft is also of 
savings deposits as low as possible when savings are — farreaching strategic significance to expediting the read. 
stable. especially when savings deposits increase by a = justment of the economic structure. casing tye employ. 
wide margin to cut back the state's interest payment. at = ment pressure. improving the investment environment 
the same time. loan rates can also be cut back to lighten = and social conditions for reproduction. invigorating the 
enterprises’ burden This issue also calls for specific urban and rural economy. improving the overall effi. 
analysis crency Ah, t,-bid of the 
people's livelihood. sol deep-rooted problems in the 
An important aspect in policy is to use the Seuken’s quunemie Gpeeipmith, questing Govelap 
interest lever to regulate relations. thus ment of the reform and opening up both in breadth and 


the macroscopic economic goal Since reform. —gepth within a broader scope. and intensifying the devel 
in the general level of interest rates has gayment of the socialist spiritual civilization 


extremely §§ The 1990's will be a critical period for China's socialist 
general demand and = modernization In China's transition from a developing 


supply volume without a rational level of country to a developed one. it 15 4 strategic need to speed 
Sea ae a ee up the development of tertiary indusiry. to optimize the 
a value-preservation means This is interest isa = = economic structure, and to upgrade the national 


kind of income of monetary ownership. The principle of | economy to a higher level every several years The past 
determining the level of savings interest rates is to allow = developmen of the economic structures of developed 
an appreciation volume for the recovery of currency countries has shown that. in the wake of the develop. 
money owners, at least, it should not be devalued ment of society's productive forces. the proportion of 

, whereas primary and secondary industries will gradually 

are production decrease. whereas the proportion of tertiary industry will 

and changes with the changes in the factors in = increase daily This 1s a development trend of socialized 
circulation. To insure an appreciation volume for saving _— large-scale production and the natural outcome of the 


deposits or at least no devaluation when saving deposits growth of labor productivity. the more advanced social 
are duc, the key lies in handling the relation between — division of labor, and social progress Nowadays. both 
interest rates and changes in commodity prices the amount of increased output value of tertiary industry 
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one industry to another, With an equal amount of 
investment, tertiary i can accommodate a labor 
force two to three times that of secondary industry 
Furthermore, tertiary industry consists of many trades, 
, and intelligence-intensive 


extremely important problem that must be solved to 
ensure economic growth, structural reform, and social 
stability. Speedi | 

industry is a that must be met to realize the 
transition from the stage of barely sufficient supply of 
food and clothing to a well-off living standard. By a 
well-off living standard, we not only mean a certain 
income level, a substantial improvement in the quality of 
food, clothing, and , and a remarkable change in 


publications, physical culture, public health, and 
toursm. In to meet the demands 
consumption patterns and the improved quality of life 
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directly produce value, some other service trades also 
produce or realize value, and therefore, they are also 
indispensable to the process of social reproduction. 
Al services are not rendered in a concrete material 
form like commodities produced by primary and sec- 
ondary industries, they do have the attributes of prod- 
ucts and commodities. As y pointed out by 
Marx, service-rendering labor, “by its material attribute, 
provides services to the buyers and, from the point of 
view of the producers who render such services, con- 
sumers and services are types of commodities.” (Com- 
plete Works of Marx and Engels, Vol 26, p 149) With a 
high investment-return ratio, tertiary industry can pro- 
vide society with a great amount of accumulation. The 
proportion of revenue contributed by tertiary industry to 
our country’s total financial revenue was around 20 
percent in the 1970's and increased to over 30 percent in 
the 1980's. For a period in the future, an increasing 
portion of China's national income and social accumu- 
lation will be derived from a developing tertiary 
industry. The development of tertiary industry will 
speed up the growth in the GNP. Like industry and 
agriculture, tertiary industry will turn out to be an 
important sector boosting the economy, creating wealth 
for society, and providing capital accumulation. 


The lagging behind in the development of tertiary 
industry in China is directly related to our economic 
structure. To comprehensi and rapidly develop ter- 
tiary industry, we must: the guidelines set by 
Comrade Deng Xiaoping in his important remarks made 
during his inspection tour in South China, further carry 
out the reform in depth, expand the opening up process, 
actively launch different forms of pilot proyects while 
speeding up the development of primary and secondary 
industries, and we must boldly explore ways and forms 


state, the collective, and the individual all making con- 
tributions " Those basic trades and backbone projects of 


be run with state investment. Social resources should be 
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to encourage laborers at different levels, and in 

to run service trades under the ca 

industry and those new trades closely 
scientific and technological advance, we must reform the 
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merger of industrial enterprises by tertiary industry 
enterprises. By so doing, we can speed up the develop- 
ment of tertiary industry which will, in turn, contribute 
low-level industrial processing capacity, which will in 
turn contribute to the readjustment of the internal struc- 
present labor employment administrative structure and 
introduce an employment structure integrating appoint. 
change the current situation wherein long. 

and trivial examination formalities must 

through before an application to start a 

approved but trade administration thereafter 
We can consider letting different trades formulate their 
uals for starting businesses, in accordance with the 
enterprise registration administrative regulations, spe- 
cific stipulations governing special trades set by the state. 


to the readjustment of the tertiary industry structure, on 


erential treatment and support should be giv 
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In order to solve problems concerning funds and sitesfor = industry will be 9 percent higher than 
the development of tertiary industry, we can make use of =—s and secondary industry in the 1990's. 


re 
i 





society's material and financial resources anc raise funds = =——- 2000. the increased value of tertiary industry will be 730 
ap SnD GE Snes Gapeete <o Senay Sane Cp and 1,100 bilhon yuan respect: and, given a 6 
oe Gees Se ee , a well as = percent average annual GNP growth, the output value of 
technology, can be used to make investment To provide —_— tertiary industry will account for over WO and 35 percent 
floor space to run tertiary industry, especially various of the GNP respectively We will strive to ram the 
commercial establishments, daily life services, cultural = numbers employed in the tertiary industry to about 200 
services, sports facilities, and other services, it is neces» = million by 2000, an increase from the current less than 
sary to formulate policies to encourage development of —- 20 percent to about 0) percent of the total number of 
these services and to make full use of real estate and ~— laborers. What is noteworthy 1s that the growth rate of 
space along the two sides of major streets in cities and _tthe increased value of tertiary industry was only 2.27 and 
towns. When building new residential quarters it is = 5.3 percent in 1990 and 1991 respectively. These figures 
necessary to leave some space for commercial and ser are not only short of the set but also lower than 
vice networks. The extra income derived from rent on _— the growth rate of the GNP © cum ¢ 
these real properties will be retained by investors and = output value of tertiary industry to the GNP was also 
users rather than turned over to the state. We can also —y AA, df FH 2d 4 1h 
issue more bonds, stocks, and other negotiable secunties — percent to faster industnal development in the 
step by step and in a planned way, expand pilot projects — future. then the proportion of increased value of tertiary 
of stock exchange operation, launch pilot projects on —s industry to the GNP will have to be raised to about 
operating financial companies and monetary leasing = one-third. the tertiary industry growth rate will have to 
companies [rong zi zu lin gong si 5816 6327 44366324 _ be raised to over |0 percent, and the ratio between the 
0361 0674), as well as pilot projects on insurance ser- rate of tertiary industry and that of the GNP will 
vices for natural disaster damage in rural areas vty yy tie It 1s obvious that the task 
1s arduous 
To help upgrade tertiary industry and promote its inter as 
nationalization, we must further emancipate our minds. ‘ 7 of 
expand the cope of use of foreign funds. technology 484 inguary we must Concenrate our attention on solving 
marketing channels, an mere : prominent problems which exist in the economic reality, 
joint ventures, cooperative enterprises, and enterprises — fous on the key task of readjustment of the economic 
run with foreign capital. For example, we can run large structure and the improvement of economic results: 
shopping centers as joint ventures on a tral basis iN Ao, Gur supporting reforms to facilitate the in-depth 
special economic zones, reform experiment zones. OF 8 = Gevelonment of the economic structural reform, make 
few selected large cities. Like Sino-foreign joint-stock —effons to broaden the scope of socialized services; pro- 
_—. Sino-foreign ee, ee eee vide more job opportunities. and enhance the degree of 
ee ae te frome tence enager'a! _indusirialization and socialization of the existing tertiary 
a a industry This will boost economic development, 
quily ent “sade Chine eomumes, 6 eevees improve living standards, and meet the needs of reform 


. We may also , 
ond aadien and opening up Apart from those for which arrange- 


consider authorizing state-owned large ar ments have been made in the state plan. the following 
commercial and material supply enterprises to run SupGupve quad cnuaienentauap cunguan Wa 
import-export business, provided that they go through Commodity circulation and service trades which support 
some examination and approval procedures so that they production and serve people's everyday life. second, new 
gradually develop into chains of shops or comprehensive trades closely related to scientific and technological 


| 
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advances. for example. trades that promote the develop- 


international markets. They will then be able to extend populan of ecienes technolog, 
transnational scale We may also start Projects to let sce systems for rural areas. The objectives in developing 
more foreign-funded banks set up and branches the tertiary industry 1s to gradually establish a complete 
In some open coastal cities tertiary industry development system suited to China's 
nth national conditions In the main. these objectives are: 


To speed up the development of tertiary industry. we |. To establish an operational mechanism integrating the 
must formulate a plan and fix our development obyec- _— planned and market economies and a unified socialist 
should local circum- market system complete with a full range of trades under 
stances, give specific guidance, implement plans step by = a_ rational structure It is necessary to break barners 
step, and do the work within the limits of our ability As between different localities. separation between different 
viewed from the needs of the country as a whole, and in —_ sectors. and monopoly within individual trades, to 
accordance with the requirements of the Outline |0-Year — ensure smooth circulation of commodities and efficient 
ee eee utilization of resources It 1s necessary to build up a 
rate 


of China's tertiary market system and to develop all kinds of markets, for 
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SRY Ss OP Ge GAN Ge 
markets for elements of production. In this way we will 
be able to speed up the reasonable flow of all kinds of 
production elements, promote the development of pr- 
mary and secondary industries, improve economic 
returns, and pave the way for making an operational 


trades, and is mainly suited to the needs of production 
and everyday life, with intellectual services in terms of 
information, consultation, and scientific and technolog- 
ical support playing a leading role. This will enhance the 
a of socialization and specialization in the tertiary 

ry and satisfy the evergrowing, diversified needs at 
different levels in the people's material and cultural life. 
In order to establish an urban and rural socialized 


service 
everyday needs. These services can be provided by 
different kinds of companies or establishments run in 
some other forms by neighborhood committees. Third, it 

is Necessary to give special attention to the development 
the tertiary industry in rural areas where it is partic- 
hk oe - 0 in rural China. To modernize 
ust not only depend on the development 


agricultural production but also the overall, rapid 
development of tertiary industry. A developing tertiary 
industry will employ a large number of surplus laborers 
from the agricultural sector, increase the commodity rate 
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of agncultural products, raise the peasants’ education 
standard and overall quality, increase thew income, 
promote the urbanization standard of rural areas, and 
ennch the peasants’ material and spiritual life 


3. To establish a social security system by which social 
welfare and social security develop side by side, basic 
insurance is combined with supplementary insurance 
and the state, the collective, and the individual share the 
burden in a reasonable ratio. It is necessary to gradually 
expand the social insurance system, including old-age 
pensions, unemployment insurance, medical care, and 
industrial accident insurance, as well as social welfare, 
social relief, and other social security systems; and 
expand disaster insurance pilot projects in rural areas, 
consolidating and developing economic entities. Once a 
social security system and a socialized comprehensive 
service system are established, we will be able to change 
from the mode of society operated by enterprises to the 
mode of society serving enterprises and both social 
benefits and enterprises’ economic returns will be sub- 
stantially improved, in addition, the burden on enter- 
prises will be lightened and this will pave the way for the 
transformation of the enterprise operational mechanism 
and the smooth progress of supporting reforms for large 
and medium state-owned enterprises. 


When formulating their tertiary industry development 
plan, local authorities must identify their major short- 
term development targets and priority trades in light of 
their local circumstances and on the basis of careful 
investigations and studies, on the other hand, they 
should extend their vision farther, taking both principal 
short-term targets and long-term development into 
consideration. At the same time, they should ulate 
corresponding policies and measures to ensure the 
smooth implementation of the plan. Some parts of our 
country have attained a certain level of economic devel- 
opment, have all the resources for developing the tertiary 
industry, and are geographically well located. These 
areas can set tertiary industry as their focus of local 
economic development and gradually develop into 
nationwide tourist, financial, or shopping centers. 
Hence, the development of tertiary industry will boost 
the overall economic development of a whole area. Some 
other areas of the country have rich agricultural and 
industrial resources. These areas should take agriculture 
or industry as their focus of development—they should 
develop branches of tertiary industry that serve agricul- 
ture and industry, thus expediting the overall economic 
development of a whole area. Since different areas have 
different economic development standards, different 
economic structures, and different compositions of 
resources, their foci of attention should vary in the 
development of tertiary industry. In brief, we should 
avoid running low-level duplicate projects and devel- 
oping similar structures that have caused problems to us 
in industrial development in the past. 


Speeding up the development of tertiary industry is a 
strategic task that must be accomplished before we can 
fulfill our country’s magnificent goal of modernization. 
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{[Report: “Speed Up Township Enterprises’ Rapid 
Growth, Turn Them Into Most Important Centers for 
Economic Growth"} 
{Text} A summi , commendation and mobilization 
to the development of township 
en concluded at the Liaoning Mansion in Shen- 
yang on 30 July, greatly inspiring all the township 
enterprises throughout the province. 
The provincial party committee and the provincial gov- 
ernment attached { importance to this two-day 
meeting. Attending the meeting were principal leaders of 
the provincial CPC Committee, the provincial govern- 
ment, the provincial people's congress the provincial 
CPPCC Committee, the provincial discipline inspection 
commission and the provincial advisory commission. 
The meeting was presided by Vice Governor Wen 
Shizhen. Governor Yue Qifeng made a summuing-up 
mobilization report. At the end of the meeting, units and 
individuals that distinguished themselves in the devel- 
opment of township enterprises were commended. 


In his report, Yue Qifeng came straight to the point, 
pointing out that the aim of this meeting was to “vigor- 
ously mobilize, greatly develop township enterprises, 
truly turn them into the most important centers for 
economic growth in Liaoning, and push them to a new 
height.” 

For many years, township enterprises in Liaoning have 
developed well. The total output value of township 
enterprises already accounts for 24.8 percent of the total 
product of society in Liaoning. Over the past several 
years, more than 50 percent of the net economic growth 
rate in the province came from township enterprises. 


In summarizing achievements made by township enter- 
prises, Yue Qi pointed out in particular the exciting 
fine situation that prevailed among township enterprises 
in Liaoning: 
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|. Township enterprises have distinctly accelerated the 
speed of development, and economic iency has been 
distinctly improved. For the first six months this year, 
the total output value of all township enterprises in 
Liaoning amounted to 32.3 billion , total revenues 
reached 27.84 billion yuan, net ts were 1.95 billion 
yuan, and total taxes paid reached |.09 billion yuan, up 
34.1 percent, 31.5 percent, 18.5 percent and 20.2 percent 
respectively compared with the same period in 1991. Of 
which the industrial output value of township enter- 
prises totaled 25.82 billion yuan, a net increase of 6.48 
billion yuan over the same period in 1991. 


2. Giant strides have been made in developing export- 
onented economy, optimistic progress for the tertiary 
industry, and a booming individual and private 
economy. From January to June, the value of exports 
from Liaoning's township enterprises totaled | 56 billion 
yuan, up 52.3 percent over the same period in 1991. The 
number of Chinese-foreign joint ventures, and coopera- 
tive and wholly foreign-funded enterprises increased 
from 212 in the same period of 1991 to 339 during the 
first six months of 1992, and the value of cumulative 
foreign investments reached $140 million. The number 
of township enterprises engaged in export exceeded 
1,300, and some started to run enterprises abroad. 
During the first half of 1992, 465,000 households were 
running individually and privately-owned establish- 
ments, total output value reached | 2.52 billion yuan, up 
34.5 percent over the same period in 1991. The propor- 
tion of the growth rate of the tertiary industry to that of 
the total output value of all township enterprises rose to 


20.1 percent. 


3. Scientific and technological strengths have further 
with remarkable results. As of now, there are over 
.000 scientists, technicians and managers of all types 
working for township enterprises, and there are more 
than 100 factory-run scientific research institutes in 
Liaoning. For the past six months of 1992, they success- 
fully solved over 100 difficult technical problems, devel- 
oped 570 new products, and increased total output value 
by 200 million yuan. 


4. With increased productivity, township enterprises 
expanded capacity for future economic development. 
From January to June this year, total investment in fixed 
assets in various projects reached |.745 billion yuan, up 
164.8 percent over the same period last year. The 
amount of capital raised by township enterprises them- 
selves increased by 30 percent. In addition, township 
enterprises increased capacity 10 promote economic 
development by establishing horizontal ties with other 
enterprises, and raised their work efficiency by operating 
on a large scale. Right now, there are 1,100 rural enter- 
prises which work closely with each other in the form of 
joint operations. 


5. The “2-21" exemplary project developed smoothly, 
and the economic power in various counties and town- 
ships was enhanced. 
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After the conclusion of Yue Qifeng's speech, the provin- 
cial government commended these counties, (cities and 
districts), townships and units which had fulfilled their 
targets in developing the “2-21” exemplary project. 
Twenty-five county leaders and township enterprise 
administrators were given citation for their exceptional 
meritorious services in developing the 2-21" exemplary 
project. Those who received commendation also 
included 28 national outstanding township entrepre- 
neurs. Leading comrades of the provincial party com- 
mittee and the provincial government pinned a large red 
flower on each of them. 


At the meeting, the aforementioned 28 entrepreneurs 
issued a letter of appeal addressed to all township 
enterprises in Liaoning, calling on all enterprises to 
further emancipate their thought, forge ahead and try 
new things with unprecedented courage, insight and 
boldness, “resolutely fulfill and overfulfill their targets in 
accomplishing their 1992 tasks and their targets in 
promoting the ‘10-Year Program and Eighth Five-Year 
Plan for National Economic and Social Development’”’; 
and make contribution to rejuvenating the economy in 
Liaoning and helping Liaoning's rural areas become 
comparatively well-off with new and even greater eco- 
nomic developments. 


Yue Qifeng on Enterprise Development 
92C E0667B Shenyang LIAONING JINGJI BAO 
in Chinese | Aug 92 p 1 


[“Excerpts” of Comrade Yue Qifeng’s 29 July 1992 
Speech: “Seize Opportunity To Push Township Enter- 
prises to New Height First, Bring About Economic 
Rejuvenation in Liaoning”) 


[Text] (1) Efforts must be made to continue reform, 
improve policies and create a spacious internal and 
external environment in energetically developing town- 
ship enterprises. Comrade Xiaoping pointed out: “Rev- 
olution is aimed at liberating productive forces; reform 
is also aimed at liberating productive forces.” To push 
township enterprises to a new height, it is necessary to 
continue reform. For this, the most important thing is to 
continuously improve township enterprises’ production 
and management mechanism. Township enterprises are 
full of vigor and vitality, because in the course of 
developing, they have created a much better production 
and management mechanism than that of the medium- 
sized and ‘arge enterprises. This is their most valuable 
asset. However, some township enterprises’ production 
and management mechanism has degenerated after a 
period of time due to excessive administrative interfer- 
ences and other reasons. This issue merits our full 
attention. We must continue reform inside the various 
enterprises, and continuously improve the market- 
oriented mechanism which conforms with the socialist 
market economy, the risk mechanism which assumes 
exclusive responsibility for one's own profits and losses, 
the distribution mechanism which follows the principle 
of “more pay for more work,” the labor mechanism with 
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which people can be transferred to other jobs, the 
manpower mechanism with which qualified personnel 
can be hired outside one's own township enterprise or be 
trained within one's own enterprise, the development 
mechanism of accumulating funds by oneself and the 
control mechanism of self-monitoring and supervision 
80 as to help township enterprises continuously enhance 
their inherent vigor and vitality. 


It is necessary to continuously relax our policies and 
measures and implement them in a flexible way. In 
implementing the policy with regard to the development 
of township enterprises in Liaoning, there are instances 
which indicate that not enough efforts have been made 
right now in relaxing our policy in this connection or 
implementing it in a flexible way. There also are prob- 
lems of rigidity or inadequacy in implementing such 
policy. Generally speaking, we mainly fail to exert 
enough efforts in enforcing this policy. We should say 
that we had adopted one step after another to relax our 
policy in developing township enterprises during the 
past two years. However, many basic-level units and 
enterprises, for one reason or another, still do not 
understand or know how to enforce the relaxed policy. 
Sometimes the implementation of this policy broke off at 
the middle level, or the policy was only partially 
enforced. In dealing with the former, we must strengthen 
our propaganda work and help units and enterprises 
learn how to enforce this policy. As for the latter, we 
must straighten out our relations with such units and 
enterprises, insure the unimpeded implementation of the 
government decree, and absolutely forbid the middle- 
level authorities from blocking the implementation of 
this policy. Meanwhile, various districts and depart- 
ments must continuously relax their policies and imple- 
ment them in a flexible way. First of all, they must watch 
their own behavior. They must control well and in a 
flexible way the things that they must control, while 
delegating power to township enterprises or basic-level 
authorities to handle whatever things that they should 
not control. They must not indiscriminately control 
everything or exercise control in a rigid way. According 
to a preliminary study, all township enterprises that have 
registered themselves with any economic and technical 
development zone or with any scientific and technical 
development district are entitled to the preferential 
treatments given them by the state for these zones and 
districts. It is essential to delegate, as soon as possible, 
the power of examination and approval of any joint 
venture project under $30 million to the lower levels, or 
entrust the county and district authorities to examine 
and approve such projects. We must help large export- 
oriented township enterprises from all angles to export 
on their own. For those businessmen who need to go 
abroad, we should entrust the township authorities to 
review each application that should be approved by the 
county or district authorities. Once approved, the busi- 
nessmen should be given multiple exit and re-entry 
permits. Township enterprises should be allowed to 
merge with state-run or collectively run enterprises to 
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form conglomerates that extend their operations beyond 
the limits of their respective regions, industries and 
ownership systems. 


We must continuously give the necessary support to 
township enterprises in terms of capital and taxation. 
Capital shortage has always been the major contradic- 
tion in developing township enterprises. We must adopt 
various fund-raising forms and broaden all channels for 
financing. In 1991, the provincial authorities decided to 
extend loans totaling |.5 billion yuan every year for the 
development of township enterprises. The current situ- 
ation shows that this amount can hardly meet the needs 
in coping with the rapid growth of township enterprises. 
We must adequately increase this amount. Banks must 
remove their barriers set up between the state-run enter- 
prises and collectively-run enterprises and between 
large- and medium-sized enterprises on the one side and 
township enterprises on the other. They should support 
them in the same way as long as they perform well 
economically. Various districts and enterprises must do 
away with their outmoded concept of purely relying on 
banks to increase investments. They must use diversi 

means and multiple channels for financing. Cities and 
counties must accumulate capital for the development of 
township enterprises as soon as possible. They must 
make rational arrangements to invest the money in the 
best way, let township enterprises pay for the use of the 
capital, and use the capital as a revolving fund. It is 
necessary to bring into full play the role of nongovern- 
mental financial institutions, and pool all the idle money 
in the hands of peasants. Efforts must be made to boldly 
promote the shareholding system, and encourage people 
to invest their money in factories as shareholders. With 
the approval of the departments concerned, township 
enterprises with favorable conditions may issue unlisted 
stocks and shares. Particularly we must boldly use for- 
eign capital and attract some funds from provinces and 
cities outside of Liaoning. Shandong had used its town- 
ship enterprises as its mainstay to attract foreign capital 
which accounts for one-third of the total investment. We 
must strive to make a breakth in this connection 
within a short period of time. Township enterprises 
should mainly rely on themselves to raise funds for the 
development of their production; and correctly handle 
the relationship of benefits among the state, the enter- 
prises and the workers. We must strictly forbid con- 
suming and using up everything, and should invest more 
money in expanding reproduction. The tax burden of 
Liaoning’s township enterprise is comparatively heavy. 
It makes township enterprises difficult to reap profits. 
The tax authorities must pay full attention to their role in 
tax reduction and cxemption as well as tax collection. In 
dealing with township enterprises, they must “first give 
and then take’’, and tax the enterprises within limits so 
that the latter may extricate themselves from the adverse 
environment of “the poorer they are, the more they 
shrink in size; and the more they shrink in size, the 
poorer they become.” We must be determined to seize 
this best opportunity at present to speed up the develop- 
ment of township enterprises. New township enterprises 
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should be continuously exempted from taxes according 
to relevant regulations. We must not refuse to implement 
these regulations with the excuse that these township 
enterprises are supposed to fulfill their financial obliga- 
tions ON a contract basis. 


(2) Efforts must be made to become market-onented in 
accurately choosing the path for economic development 
and for the energetic development of the tertiary 
industry. The experience of thoce countries and regions 
with rapid economic development tells us that we must 
become market-oriented, try our best to perform well 
economically, give full play to our own superiority, start 
with the production of intermediate or end products in 
conformity with the economic characteristics of one’s 
own district, and follow the principle of developing 
ourselves under adverse environment. This 1s conducive 
to raising funds needed during the initial stage for 
economic development. Thus, we may avoid the malady 
of starting with the production of raw materials for 
which we need to make larger investment, go through a 
longer period of production cycle and yield economic 
results at a much slower speed. This will help enterprises 
improve their managerial skills, raise their scientific and 
tech ical standards, pay attention to increasing the 
degree of intensity in technology and the added value of 
the products at the very beginning, and guide our 
economy onto the orbit of a virtuous cycle. Liaoning ts a 
heavy industrial base area in China. It has the most 
favorable conditions in producing intermediate and end 
products. There is treasure everywhere in the province. 
If we take out a portion of the large amount of raw 
materials and primary products for :»-depth and exten- 
sive processing, we will be able to vield much better 
economic results, our enterprises will be able to retain 
more profits for their own use, the financial situation in 
various localities will be much improved, and the overall 
economic strength in Liaoning will grow much more 
vigorously. The various economic departments at all 
levels must adjust their guiding ideology on economic 
work with this train of thought. Various enterprises, 
including township enterprises, must organize industrial 
production also with this train of thought. Under no 
circumstances should we repeat our foolish action of 
working hard to earn a small amount of money. If we 
continue to hesitate and miss this favorable opportunity, 
Liaoning’s economy will lag far behind that in other 
advanced areas. It would be even harder for Liaoning to 
catch up. We must clearly understand this point. 


To develop township enterprises, we must also follow 
this train of thought, and decide on our focal points. We 
must become broad-minded and far-sighted, and find 
diversified ways to do things. Those with resources must 
make full use of such resources, and those without 
resources must lease land and hire people to make 
money. In areas where agriculture, animal husbandry 
and fishery are traditional, we must give full play to the 
superiority of our plentiful farm, sideline, local, special, 
lumber, pastoral and aquatic products to vigorously 
develop in-depth and extensive processing industry, 
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bring about production changes and keep adding pro- 
duction value; and follow the path of integrating crop 
cultivation with animal breeding and closely coordi- 
nating production with supplying and marketing. Sub- 
urban areas in large- and medium-sized cities and those 
districts in the vicinity of large industrial and mining 
enterprise, must give full play to their superiority in 
integrating urban areas with rural areas to energetically 
serve large industries with their auxiliary facilities; serve 
the urban and rural people; turn out more export- 
oriented products; do a good job in extensively pro- 
cessing raw materials and primary products; and manu- 
facture end products. Areas with rich mining resources 
must establish horizontal ties with similar areas to 
vigorously develop the mining industry and process 
mineral products. Areas near the coastal and border 
regions and in the vicinity of highways and cities must 
give full play to their superiority of having quick access 
to information and good transport facilities to energeti- 
cally manufacture, pane and assemble products with 
materials or specifications from foreign businessmen 
and engage in compensation trade; help opening up more 
Sino-foreign joint ventures, and cooperative and wholly 
foreign-funded enterprises; and develop the export- 
oriented economy. No metter what area we are in, we 
must pay full attention to increasing added value of our 
products, turning out more exported-oriented merchan- 
dise and upgrading our goods. 


It is necessary to energetically develop the tertiary 
industry. In developing township enterprises, we must 
not devote ourselves in developing township enterprises 
only, while ignoring the development of the tertiary 
industry which has a wider coverage than the secondary 
industry. The CPC Central Committee and the State 
Council recently made the “Decision on Expediting the 
Development of the Tertiary Industry.” This is a policy 
decision of great significance. The rapid development of 
the tertiary industry not only helps promote the readjust- 
ment of the economic structure, alleviate the ever 
increasing pressure for employment in urban and rural 
areas, and improve the investment climate and the 
conditions for reproduction in society, but also serves to 
further rejuvenate urban and rural economy, and raise 
the overall efficiency in developing the national 
economy and the quality of the people's life. The tertiary 
industry can be developed with little investment, minor 
risk and quick results. It also covers a much wider 
sphere. Right now, the proportion of the tertiary indus- 
try’s added value in the province to Liaoning’s share of 
the gross national product is only 28.2 percent, and that 
in Liaoning’s rural areas only accounted for less than 10 
percent, far below the 40 percent level of the developing 
countries. The internal structure of the tertiary industry 
is also irrational, seriously impeding Liaoning’s eco- 
nomic development. Thus, the development of the ter- 
tiary industry is imperative. Particularly continuation of 
the reform program, we are faced with many new prob- 
lems in speeding up the tertiary sector development. For 
example, following the decontrol of the grain and non- 
staple food prices, how can we strengthen the system of 
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socialized services, solve the problem of “unmarketable 
products” and rouse the peasants’ enthusiasm in produc- 
tion through the development of the tertiary industry. 
How can we solve the communications and transporta- 
tion problems that have hampered Liaoning's economic 
development for a long time by opening up waterways 
and building small piers and a fleet of small ships and 
boats. Thus, we must develop the tertiary industry as a 
pillar industry in developing the national economy. We 
must seize the opportunity, exert strenuous efforts and 
accelerate the development of the tertiary industry with 
a growth rate higher than that in the development of the 
primary and secondary industries. Right now, we must 
attach important to developing the following: 


Businesses that can offer more jobs and have a close 
bearing on the nation’s economic prosperity and peo- 
ple's lives such as commerce, catering, community ser- 
vices, tourism, real estate and storage. 


Trades that are highly technology intensive and related to 
scientific and technological progress such as consulting 
services in the areas of information and technology. 


Trades that have a close connection with peasants’ 
production and livelihood such as the supply of means of 
production and the transport and marketing of products. 
They also include culture, health, education and public 
undertakings. Particular efforts must be made to develop 
the market for all kinds of means of production, the 
wholesale market and the market for specialized prod- 
ucts. This will help us promote exchanges of the products 
we manufacture, and develop other industries, thus 
rejuvenating a part of our economy and enabling some 
peasants to become well-to-do. 


(3) Efforts must be made to bring into full play the 
enthusiasm of the scientific and technological depart- 
ments and personnel, and rely on such progress to 
develop township enterprises. In addition to good 
leaders, areas with rapidly growing township enterprises 
must also offer high salaries to attract excellent profes- 
sionally trained personnel who are bold and imbued with 
insight, technical knowledge and managerial and admin- 
istrative expertise. There is no lack of precedents that an 
enterprise is saved and revived by a person of ability or 
a good product. It can be said that those enterprises with 
well trained personnel have a good future. The popula- 
tion of the Miaoling village in Ganzi District, Dalian 
City, is only 2,700. However, it had used favorable terms 
to attract 2,400 highly qualified scientific, technological 
and managerial personne! and operate five scientific 
research institutes. Its output value will exceed 200 
million yuan this year with the possibility of reaching 
500 million yuan in 1995. The industrial output value in 
Muping County, Shandong Province, reached 3.8 billion 
yuan and the amount of the county's profits and taxes 
exceeded 300 billion yuan in 1991 (the county only 
needs to turn over 30 million yuan to the state treasury). 
The county achieved this goal by relying on the | 2,000 
professional trained personnel of all types recruited from 
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Interview With John Kuan on Primary System 


92CMOI96A Taipei HSIN HSIN WEN [THE 
JOURNALIST] in Chinese No 282, 8 Aug 92 pp 18-22 


{Interview with John Kuan, by Lin Yingqiu (2651 3853 
4428), place and date not given: “Critique on the Advan- 
tages and Disadvantages of the KMT's Move To Dis- 
mantle Intra-Party Primary Elections”) 


{Excerpts} John Kuan, the architect of the KMT's pri- 
mary system, takes exception to the reasons given by 
aaa oe officials for not holding primary 

following are excerpts from our interview 


with Mr. Kuan: 
[Question] The KMT Central Committee feels that in 


Senta Wee seas 
requirement. What are your thoughts on 


- objection to this on principle. Does 
the party seek to become more democratic or more 


systematic? The main feature of the primary system lies 
in its fairness and openness. 7 ee 


‘ 
r 
tt 


i 


z28 


i 


[Question] The KMT Central Committee says that the 
decision whether to hold a primary election is fully based 
on the views of the local party headquarters which has 
surveyed the situation as a whole. What are the implica- 
tions of this? Is this a slick way of turning over the real 
decision-making power to the local party factions, while 
the local party headquarters is left with only nominal 


Answer] Absolutely, absolutely. Back when | was doing 

party work, many senior officials told me that in the 
old days the KMT had absolute power, it had run the 
government for a long time, elections were for winning 
victory, one did his best to meet the demands of the 
different factions, the whole KMT culture had been 
inextricably woven together with local factions since the 
beginning. This is understandable. But with society 
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survive unless it relied on the local factions. Once the 
local factions had come to monopolize the political 
resources in the local areas, it became less likely that 
good, capable leaders would be elected and that the old 
generation would give way to the new one. Given these 
conditions, how can the KMT maintain its idealism and 
encourage new leaders to come forward? [passage 
omitted] 


Some local factions have even come to acquire more 
power than the local party headquarters themselves. One 
local faction in the south-central area controls the party 
headquarters chairman to the extent that the chairman 
must follow the faction or cease to exist. Given such a 
predicament, how can the KMT not engage in a little 
self-critical introspection” If a party has principles, posi- 
tions, and is not selfish, it can act and it can win even 
more supporters. It need not yield to the factions. 
Cooperation between the party and the factions is a good 
thing. A faction must adopt the ideals and doctrines of 
the party such that there is a melding together rather 
than boycotts. Under certain circumstances it is appro- 
priate for the party to put a rein on the bluster of the 
local factions so that they do not get ahead of the party. 
The current tactics of the KMT only serve to make the 
local factions more arrogant. 


The way I see it, many of the current KMT members 
either a) are involved in the local factions, or b) are 
people's representatives who are simultaneously engaged 
in party work. Thus, these folks have already determined 
the primaries for the party, and the party had better 
accept the nominations they have made. What remains 
of the party's ideals and concepts of rationality” 


[Question] In the primary system you originally 
, the decision to not hold a primary was a 
“flexible. option.” But today, upwards of 18 electoral 
districts are not holding primaries, which makes a pri- 
mary an “exception to the rule." How do you feel about 
this change of affairs? 


[Answer] It does not bother me a bit. Some say | am 
“pedantic’—they are entitled to their views. Having 
long assisted in campaigns, | understand the ngorous 
road of an election and the feelings of the candidates. | 
am not one to cast aspersion on another. [passage 
omitted] 


I feel that a primary can be held in Taipei. Some people 
say that the question of whether to hold a primary must 
take into consideration the differences between the cities 
and the rural areas. | simply do not agree with this. With 
communications now so well-developed in Taiwan, what 
is the difference between the cities and the rural areas? 
There are indeed factional differences, however. In 
Taipei there are none of the local factions. If you wanted 
to rig a nomination in Taipei, you would be hard pressed 
to find anyone to work with you, so you may as well 
engage in fair competition like everyone else. This, in my 
view, is quite a laudable electoral district. 
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I can understand the Central Committee's thinking in 


carrying on with primaries in places like Taipei and 
Kaohsiung where are no local factions to assemble 
in the to rig up & nomination. However, in 


failing to hold primaries in districts where there are local 
factions that will help rig the nomination, I feel the 
Central Committee is committing a grave error. Do we 
not hear the party Central Committee continually railing 
against the factions? How can it now suddenly 

the local factions? To not hold primaries 
today is tantamount to affirming the legitimacy of the 
local factions. We must not fice our stance for any 
single thing, and this is a clear example of such an 
erroneous sacrifice 


a In 1989, when the first primaries were held, 
8 percent of the grassroots level party workers approved 
of the primary system. Now, however, many of them 
have differing views on the primary system. Why do you 
think that these workers are not afraid that, if by chance 
they assist in a losing campaign, they will be to 
take the blame? 


Answer] Power is highly centralized in the heavily 

ucratic structure of the party. All of the local party 
chairmen are chosen by the top party officials, and their 
functions and powers are also delegated from above. In 
other words, when the central party says “jump,” you 


jump. When it does not allow you to jump, you cannot 
jump. So, the local party chairmen must understand 
what the higher-ups want then act accordingly. If it 


Yesterday, someone in the central party Standing Com- 
mittee said that not holding a primary was a display of 
ethical courage. Does this mean that if we advocate 
primaries we are failing to display ethical courage” As for 
the local party headquarters, not holding primaries is the 
best choice. First, it cuts down on work because prima- 
ries are busy, tiring affairs. Second, they can earn polit- 
ical chips that can be traded with the local political 
hacks. Third, for those of a Machiavellian bent, the 
absence of primaries is fertile soil for corruption. As for 
the grassroots party workers, if they have no political 
Oe Oe 


When we first started holding primaries, | would repeat- 
edly sit down with the local cadres and analyze the 
changing times, the mood of the electorate, and the 
future of the party, and | would emphasize that prima- 
ries are a matter of rational political ideals. [passage 
omitted] 


Of course I deeply regret the fact that today the local 
party headquarters are not holding primaries and that 
they cannot uphold the rational political ideal. | do, 
however, understand their predicament and consider- 
ations. Basically, they do not care whether a primary is 
held or not. If a clear expression of will comes down from 
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the top, how can the local party headquarters act in a 
contrary way’ Of course, today the party Central Com- 
mittee clearly says that the decision not to hold primaries 
is being made at the local level. In my opinion, this is an 
attempt to alter the facts that stems from an unwilling- 
ness to become the subject of rumor. Cadres involved in 
party work do not emphasize democracy, the system, or 
the party's image—they only care about winning. That 
pretty much sums it up. However, | recall President 
Chiang Kai-shek repeatedly saying that gaining victory 
in people's hearts, in image, and in the future of the 
party. is Not simply a matter of winning a temporary 
ttle. 


Question] Lately the party's Central Committee has 

repeatedly saying that primaries do not equate to 
democracy, and they bring up the point that the current 
crop of legislators oppose primaries. When a powerful 
opponent emerges to present a challenge, then a primary 
is appropriate, but the issue of whether to hold a primary 
begins with the question of “what is in the best interests 
of a given individual?” They say that this so-called 
democracy argument is nothing but a false front. What 
are your thoughts? 


[Answer] This is wrong, plain and simple. If you do not 
set up a System, and you make people feel that they had 
better oppose the primaries, you can then shift your 
position. The first time we held primaries, many top- 
notch peoples representatives within the party opposed 
the system, saying that if the Central Committee felt they 
were doing a good job, then they should be nominated 
directly rather than making them compete in the prelim- 
inary fray with a crop of new competitors. They felt 
highly embarrassed to have to do this. | feel they totally 
missed the boat as far as the democratic spirit is con- 
cerned. A peoples representative, regardless of how well 
he does his job, is elected by the people, not by the 
high-ranking officials in the party. 


The Taiwan political culture basically has not evolved 
beyond the “culture of subjugation,” yet, the develop- 
ment up to the present day should point to a “participa- 
tory culture.” In this age of exploding participation, to 
still be stuck with a subjugation mentality 1s a disgrace to 
democracy. 


In 1989, when I proposed holding primaries, I noted the 
fact that the Democratic Progressive Party [DPP] had 
not been formed for very long and it had few members. 
All of their candidates were capable of running in 
primaries, but if the KMT did not hold primaries, then 
just as the DPP says that “the KMT is not democratic,” 
if the KMT fared poorly in comparison to the DPP, how 
could we then face the voters? 


[Question] The Central Committee says that if primaries 
are not held, candidates will be formally nominated by 
the county and city party committees which are made up 
of influential! local persons and elders, and if the candi- 
dates all accept this process, then this conforms to 
democratic procedure and the party cannot force a 
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primary to be held. What do you feel are the differences 
between this sort of democracy and the democracy 


involved in the primary system? 
[Answer] The KMT is not willing to delegate power. The 
Central Committee tightly clu its power in coordi- 


nation with the factions. In this way, the local 
cadres become rubber stamps. Let me tell you a joke: The 
chairman of the party working committee on culture says 
the process is absolutely democratic since all of the 
districts that have decided not to hold primaries have 
reached their decision after discussion and approval in 
the local party committees. inally, the local party 
headquarters said that they decide the matter, but 
Secretary Song made it perfectly clear that this was 
impermissible, that the decision would have to be made 
by convening the full local committee. To those of us in 
the know, is this not a joke? The committee is a rubber 
stamp! Which local party committee is going to violate 
the will of the Central Committee or the local party 
committee chairman? | have never seen such a thing 


happen. 


[Question] Some in the Central Committee have indi- 
cated that since the mood of the voters is not good, there 
is NO way to avoid election bribery. So, if the primaries 
are not held, there will be one less opportunity for 
election bribery, and this will preserve the party's image. 
What are your thoughts? 


[Answer] Let me turn the question back on you. If 
primaries are not held, does this mean that there will be 
no bribery in the elections? Primaries are open compe- 
titions that give the poor, idealistic, learned, and capable 
candidate an opportunity to compete fairly. It allows 
him to gain the party's recognition by succeeding at the 
grassroots level. If you i 


candidates will be, which method is more likely to 
facilitate bribery in the elections? [passage omitted] 


[Question] Faced with the second session of legislative 


primaries, the party's work y | conference can 
decide not to hold primaries, considering the local 
voter mix and the political balance in the district, either 
because there are not enough registered voters, or 
because the electoral district is only prepared to put forth 
one candidate, or because there are not many candidates 
registered and the circumstances in the district are highly 
amenable to coordinated nominations. How did you 
provide for and solve these sorts of situations when you 
set out to design the KMT's primary system”? 


[Answer] The most important issue | kept in mind when 
designing the primary system is one that people inten- 
tionally or unintentionally ignore, namely, the issue of 
the party's constitution. Back when I was teaching, and 
back when | was involved in the young workers confer- 
ence and in policy conferences, | devoted myself to 
studying the issue of renovation within the party. I made 
thorough studies of Taiwan society, the mood of the 
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voters, and of the drawbacks in the constitution of the 
KMT. The first time I addressed the central Standing 
Committee | pointed out a few of the weaknesses of the 
party, the underlying crux of which was the fact that the 
party is disorganized, there is a shortage of centripetal 
holding force from the party members, and the party has 
lost its appeal to the younger party members. | feei these 
points are quite serious. The party cannot alter its 
constitution in response to the changing times. The party 
still holds to an authoritarian, top-to-bottom manage- 
ment style with oligarchic-type operations. This is true 
when we talk about nominating candidates, as well. It 
puts the party out of synch with society. 


Party members have long felt that their powers and their 
duties are not balanced, that they have all duty and no 
power, and that they lack even the slightest degree of 
Opportunity to express an opinion. If you want a party 
member to help you out in an election, but you will not 
even let him participate by expressing an opinion about 
the nomination, why would he want to help you out in 
the election? 


[Question] Can you be a little more specific—when you 
set out to design the primary system, did you consider 
how to simultaneously provide tor the local political 
moods? 


[Answer] It is irrational to criticize the primary system 
for not having taken into account local political moods. 
It is precisely because this issue of local mood comes up 
that we have to hold primaries. These days, anything that 
you do will be less likely to involve corruption if you do 
it out in the open rather than in the backrooms. If 1 am 
out working in front of the people and you are sitting in 
the backroom working, which of us 1s more likely to fall 
prey to corruption? Who today is willing to brazenly 
flaunt the law or do bad things? Everyone is trying to 
preserve his face! 


The second point 1s that despite the problems with local 
factions and rigged nominations, politics basically 
involves communication and coordination. Communi- 
cation and coordination, however, must be done within 
a system, it must be worked out through the mortar and 
pestle of the party member's experience until coordina- 
tion is nearly complete, and then the party members 
must be allowed to express their opinions. In democracy, 
substance and form are equally important. If you feel 
that having party members express their opinions is not 
a very thorough approach, that the voting rate for party 
members is not too high, that the mix of party members 
is NOt too good, well, in the end, the party member is the 
party, and so, when it comes time for the party to make 
important decisions, you must let the party member 


express his opinions. 


Also, | encourage fair competition. If the KMT does not 
have a way to provide for fair competition within the 
party, then the party's candidate will be incapable of 
competing fairly with outsiders in the election. Because 
the choice of this candidate is made through coordinated 
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rigging and because he does not have to compete for 
selection, he can continue to let the party spend money 
and effort to pave the way for his victory! (passage 
omitted] 


[Question] Please make a diagnosis—has the primary 
system that you support died an early death? 


[Answer] It exists in name only. In the real world, it has 
ceased to exist. Yet, to say it “exists in name only” may 
be overstating the facts, for there are still some areas that 
continue to hold primaries. 


Beijing's Reaction to Cross-Strait Statute 


92CM0395A Taipei HSIN HSIN WEN [THE 
JOURNALIST] in Chinese No 281, | Aug 92 p 7 


[Text] Exchanges between Taiwan and the mainland are 
becoming closer and closer. At times the situation seems 
as excellent as a sunny day, but at other times it's like 
walking on a bumpy back road, full of hidden obstacles. 


After two or three years of debate, the Legislative Yuan 
finally passed the “Cross Strait Statute,” which serves as 
a legal reference for future administration of exchanges, 
however, very much against our expectations, the CPC, 
has not only shown hostility towards the regulation, but 
directly denies the existence of the legally constituted 
authority of the Republic of China [ROC]. The Kuom- 
intang [KMT], rebuffed by the CPC, can do nothing but 
encourage itself, demanding its members to be self- 
respecting and self-improving, and not to be upset by the 
mainiand’s response. 


This regulation cautiously avoids the argument of unifi- 
cation versus separation, and employs a flexible man- 
dating of legislation to leave plenty of room for future 
cross-strait exchanges. This type of act, without fol- 
lowing any precedent, involves legislative skill and polit- 
ical intellect, and can be considered an exceptional 
performance by the Legislative Yuan. Though both sides 
of the strait had many intense arguments and were 
deadlocked at some impasses during this legislative 
process, they were able to reach some common views. 
The regulations deal with the topic as emerging from a 
new legislative realm, one vast enough to include Main- 
land China, while the more difficult point is that it must 
reflect the fact of separation as well as hope for a future 
reunion. People are not pleased by the regulation yet 
finally, reluctantly accept it. 


The CPC Office of Taiwan Affairs said, “The ROC’s 
legislation was finished as early as | October 1949.” This 
statement, while intimidating to the KMT, is PRC 
national policy, and is common knowledge to Mainland 
Chinese. Sometimes the CPC deliberately ignores the 
title “Republic of China” in its belief that the ROC is 
something long ago obsolete, and so it doesn’t care if 
Taiwan rejoices once in a while for something that no 


longer exists. 
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Although the ROC's legislative power in Mainland 
China did vanish a long time ago, the ROC has never 
been destroyed. Instead, it has become more prosperous 
than ever before. At present, the CPC's denial of the 
ROC definitely encourages the movement iowards Tai- 


wan's independence. 

On the one hand, the CPC refuses to recognize the ROC, 
on the other hand, it insists on the principle of “one 
China," which certainly means the People’s Republic. 


We have been eine CPC felans an equal political system to the 
CPC. Sometimes, the feigns ignorance, letting us 
explain the meaning of “one China” according to our 
wishes to tantalize us, but from time to time there must 
be some true words from the CPC. If we Taiwanese don't 
hold a feeling of common fate, but wish to share “one 
China” with the CPC, we are really playing a rhapsody. 


Importation of Foreign Labor Opposed 
92CE0668C Taipei CHING-CHI JIH-PAO 
in Chinese 6 Aug 92 p 2 


Article: “The Current Rise and Fall of Society Seen in 
erms of the Importation of Foreign Labor’’} 


[Text] Despite the great increase in the amount of money 
in the country resulting from the long and rapid growth 
of the domestic economy and the tremendous expansion 
of foreign trade, by contrast, labor seems to be in short 
supply occasioning a steady rise in wages and a gradual 
increase in production costs. In the construction and 
manufacturing industries, in particular, labor is espe- 
cially difficult to come by. Consequently, the number of 
difficulties encountered are also numerous. At the same 
time, however, because their economic development lags 
behind ours, and because they have large populations, 
plentiful manpower, and low wages, one after another 
other parts of southeast Asia, including all of the ASEAN 
countries, the China mainland, and Vietnam, have 
recently adopted policies for opening to the outside 
world. Driven by these circumstances, various Taiwan 
industries that are able to transfer their operations 
abroad, have invested in the foregoing countries to make 
fullest use of their cheap manpower. However, since 
some industries cannot move elsewhere because of their 
special character, they have gradually begun to make 
appeals in the hope that government might permit them 
to import foreign laborers to make up for the domestic 
manpower shortage. Government has several times con- 
sidered and studied the matter, analyzing the advantages 
and disadvantages, finally making a policy decision 
based on the desires of captains of industry to permit the 
importation of foreign labor under certain conditions. It 
has also drawn up laws as a basis for examination, 
approval, and control. It appears that the importation of 
foreign labor will become systematized in the future. 


We have always maintained a cautious attitude about the 
importation of foreign labor, because this is not purely a 
matter of the hiring of production manpower and pro- 
duction costs that the entrepreneurs suppose. Rather it is 
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one that has many ramification, and from which the side 
effects are great. Furthermore, once the side effects 
occur, they become difficult to resolve; consequently, we 
do not advocate removal of restrictions on the importa- 
tion of foreign labor, but rather hope for the adoption of 
other means to solve the problem. However, since the 
government has already decided to remove restrictions, 
we are unable to oppose this policy. Nevertheless, we 
have various views, that stick in our throats like bones 
and will not let us rest till we have coughed them up. 
Therefore, we intend to state frankly that although this 
need not become a preoccupation, we hope that in the 
importation and administration of foreign labor, the 
units concerned can pay more attention to the following 
matters: 


In a country of small size and great openness such as 
ours, sooner or later a labor shortage will occur as the 
economy grows rapidly and trade steadily expands over 
a long period of time. However, the way to solve this 
problem is to substitute capital and technology for labor, 
i.¢., to develop capital- and technology-intensive indus- 
tries to take the place of labor-intensive industries. In 
light of this, our government long ago established the 
development goal of revamping the industrial structure 
to accelerate an upgrading of the economy. Thus, this 
revamping of the industrial structure must be gone 
through for the economy's thorough remolding and rise 
to a new level. Smooth completion of this revamping of 
the industrial structure will benefit not only the economy 
as a whole, but individual industries as well. Further- 
more, the labor shortage provides this turning point for 
us to seize. Unfortunately, many industrialists in the 
country cannot see this correct orientation clearly; 
instead, they cherish the outmoded and preserve the 
outworn, hoping to maintain industry in its present 
state. Faced with a domestic labor shortage they do not 
go outside the country, but rather they hope to import 
labor from outside. Revamping of the country’s indus- 
trial structure is very difficult to complete in this way. 
Just as soon as the wages of foreign laborers rise, and the 
importation of labor has to be discontinued, the oppor- 
tunity for a revamping of the domestic industrial struc- 
ture will have been lost forever. 


Of course, when one is in the position of an individual 
industrialist, one cannot consider these problems. This is 
because, for him, the importation of foreign labor is 
positively beneficial. Low wages, reduced costs, no pos- 
sibility of strikes means ability to maintain his profits. 
However, every action has its internal benefits, but it 
also must have external consequences, and the external 
consequences have an advantageous and a disadvanta- 
geous aspect. For example, although an industria! plant 
can save on costs by burning raw coal, the environmental 
pollution this causes harms others, which is a disadvan- 
tageous aspect of the external consequences. On the 
other hand, if one has flower pots everywhere in one’s 
own garden, they are both pleasing to oneself, and also 
provide a fine living environment for others. The 
external consequences stemming from the importation 
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of foreign labor have broad ramifications. They have a 
bearing on society, culture, public order, and even racial 
issues. One of the most serious issues is that it is easy to 
import foreign labor, but frequently difficult to get nd of 
it. As the numbers increase with time, serious social 
problems arise. America's negro problem is rooted in 
history, but in recent years the Mexican labor problem 
has even more disturbed the American government and 
society leaving them in a quandary. Because of the 
manpower shortage following World War II, Germany 
imported foreign laborers from eastern Europe. Today 
they number more than 20 million and have become a 
minority nationalities problem for Germany. These 
cases in point merit our careful consideration. Sex 
offenses and public order problems resulting from the 
importation of foreign labor are particularly to be 


guarded against! 


Actually, if we delve more deeply, we find that the 
country’s labor shortage is not all that severe since some 
young labor is languishing in voluntary unemployment 
With proper guidance, this can also be an ample work 
force. However, as industrialists note, nowadays young 
people in Taiwan like to avoid dirty jobs and they like to 
enjoy themselves. Once employed, they lack a spirit of 
hard work, thrift, virtue, and respect for work: thus. they 
are not as advantageous as the importation of foreign 
labor. Superficially, this criticism seems reasonable. but 
closer examination shows it 1s not necessarily the full 
story. Who doesn't like to avoid dirty work” And who 
doesn't like to enjoy life? After all, economic progress 1s 
for the purpose of enjoyment. The problem is that one 
certainly should enjoy himself when it is time to enjoy. 
but he should also work hard when it is time to work. 
Just what is the reason that some young people lack a 
spirit of hard work, thrift, virtue, and respect for work” 
It seems that certain rich people in Taiwan's society. 
including some industrialists, should bear responsibility. 
As the country's income level has risen during the past 
decade, the concentration of wealth has given rise to an 
atmosphere of extravagance and waste, which has led to 
gambling and speculation, a craze for money games, 
avarice and selfishness, and a seeking after material 
enjoyments. Certain “big tycoons” are worse than the 
“Shanghai Bund" personages seen on television. They 
are miscreants through and through. As a result of 
speculation and monopolization of real «state and stock 
markets, their wealth increases astronomically. Since 
money comes easily, Taiwan has become an important 
market for the sale of the world’s name brand products. 
People drink XO brandy like water, and the streets are 
filled with Rolls Royces and Porsches. The sex business 
is everywhere. How could such an atmosphere not serve 
as a model for youth? They are unable to take part in the 
money game, but they hanker for material enjoyments. 
The social elite is unwilling to engage in self- 
examination, so how can one bear to criticize young 
people severely? Can it be that we ourselves have lost the 
virtues of bearing hardships and working hard, diligence. 
thrift, and respect for work, but demand that young 
people maintain this lofty virtue? Is it not a case of the 
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